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NOTICE. 


ANNOUNCING THE ORGANIZATION OF THE CORPORATION TRUST 
COMPANY IN NEW YORK UNDER THE BANKING LAW. On the 30th day 
of July, 1917, Certificate of Authority was issued by the Superintendent of Banks 
of New York authorizing The Corporation Trust Company to transact the business 
of a Trust Company at New York City. The new company has a paid up capital 
of $500,000. It is established to afford increased and special facilities to our clients 
in the registering and transferring of stock, acting as trustee of corporate mort- 
gages and in general providing them in their varied corporate enterprises with the 
responsibilities of a corporation organized under the banking law of New York. 
This company has been accepted by the New York Stock Exchange as qualified to act 
as transfer agent and registrar of securities listed on that exchange. This marks the 
twenty-fifth milestone of The Corporation Trust Company System of Corporate 
Organization and Service. The original company was organized in New Jersey 
in 1892 under the general corporation law of that State. In 1904, a trust company 
charter was secured under the trust company law of New Jersey. The executive 
officers of the company just organized are the same men who have been identified 
with The Corporation Trust Company for the past twenty years. 


DOMESTIC CORPORATIONS. 


ALABAMA. 


EMINENT DOMAIN. It is constitutional to confine the exercise of eminent 
domain to corporations. Under Code 1907, Sec. 3485 providing that mining, 
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manufacturing and quarrying companies may acquire lands by condemnation, 
partnerships have no such power. Sloss-Sheffield Steel & Iron Co. v. O’Rear, 76 
So. 57. 


ARKANSAS. 


A CORPORATION MAY PURCHASE ITS OWN ST@CK. “In the absence 
of a statute prohibiting it, and we have none, a corporation when acting in good 
faith by the authority of its board of Directors may lawfully purchase its own stock.” 
Farmers’ Union Mercantile Co. v. Ricketts, 195 S. W. 381. 


CALIFORNIA. 


EXTENSION OF CORPORATE EXISTENCE. Under the paragraph 
entitled “Features of the California Corporation Laws” in the last number of the 
Corporation Journal (June 30, 1917, Vol. 3, No. 70, page 33) there appears the 
following: “the corporate existence is limited to fifty years and cannot be extended.” 
A number of attorneys in California have kindly brought our attention to the fact 
that this statement is incorrect. One of our correspondents says: “This was 
probably founded on the opinion in Boca Mill Co. v. Curry, 154 Cal. 326, but the 
proposed constitutional amendment referred to in that opinion was adopted, and 
since November 3, 1908, the State Constitution has provided: “The Legislature 
shall not extend any franchise or charter, nor remit the forfeiture of any franchise 
or charter of any quasi-public corporation now existing or which shall hereafter 
exist under the laws of this State. The term of existence of any other corporation 
now or hereafter existing under the laws of this State, may be extended, at any 
time prior to the expiration of its corporate existence, for a period not exceeding 
fifty years from the date of such extension, by the vote or written consent of stock- 
holders representing two-thirds of its capital stock or of two-thirds of the members 
thereof.” (Art. XII, Sec. 7.)” 

Section 401 of the Civil Code also provides for extending corporate existence 


and section 262 provides for amending articles to state the date for which existence 
is extended. 


SUPPLEMENTARY FILING OF ARTICLES OF INCORPORATION. 
Section 299a, Civil Code, provides that a copy of the Articles certified by the Secre- 
tary of State must be filed in the office of the County Clerk of every county wherein 
the corporation owns property other than the county where the original articles 
are on file. The filing of a third copy in the county where the original is filed as 


set forth on page 34, Vol. 3, No. 70 of the Corporation Journal, is not strictly required 
by law or practice, but is often done to facilitate title searches, etc. 


CONNECTICUT. 


POWERS OF COMPANY HOLDING PATENTS WITH RESPECT TO 
LICENSEE CORPORATIONS. A corporation organized for the purpose of 
issuing licenses under patents may guarantee its licensees’ contracts, may lend 
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them money and may acquire and hold their stock. Edwards v. International 
Pavement Co., 116 N. E. 266. 


DELAWARE. 


HOLDING COMPANY IS NOT LIABLE FOR OBLIGATIONS OF SUB- 
SIDIARY. The Development Company of America, a Delaware corporation, 
held a contract for the purchase of certain mining properties in Arizona. It caused 
the Imperial Copper Company to be incorporated under the laws of Arizona and 
then had the mining properties transferred to it. The Development Company 
owned all the stock of the copper company and elected all its officers. It also 
caused a bond issue to be made by the Copper Company. The Development 
Company held a majority of these bonds and as such majority holder caused the 
mortgage securing the bonds to be foreclosed. The Copper Company became 
bankrupt and the trustee in bankruptcy tried to recover from the Development 
Company the amount of the allowed claims in the bankruptcy proceedings. The 
United States Circuit Court of Appeals, Ninth Circuit, however, holds that the 
Development Company is not liable. ‘A holding corporation has a separate 
corporate existence, and is to be treated as a separate entity, unless facts are averred 
which show that such separate corporate existence is a mere sham, or has been 
used as an instrument for concealing the truth, or where the organization and 


control are shown to be such as that it is but an instrumentality or adjunct of another 
corporation. The fact that the Development Company exercised a control over 
the Copper Company, through its stock ownership or identity of directorate, is 
to be considered, but by itself is not enough to establish a merger, or to make the 
Copper Company in its contracts the agent of the Development Company.”’ Martin 
v. Development Co. of America, 240 Fed. 42. 


INSPECTION OF BOOKS BY STOCKHOLDERS. In a mandamus: suit 
by a stockholder to compel inspection, under common law rights, of the books of 
a Delaware corporation, it was set up in defense that the complaining stockholder 

. had threatened that if one of the principal stockholders did not purchase his stock 
at a price satisfactory to the complainant, he would take legal proceedings for the 
purpose of harassing and injuring the corporation, and that he would also exercise 
his right as a stockholder to inspect the books and records of the company and would 
use the information thus gained in bringing suits to annoy and harass the corpora- 
tion and injure its business and the business of its subsidiaries. Under the Delaware 
practice, this is sufficient answer to defeat the suit. If it is sufficiently averred in the 
return that the purpose of the relator in seeking an inspection of the corporate 
books is an improper one, for the purpose of the proceeding, the answer must be 
accepted as true, and the relator referred to what other remedy he may have at 
common law. There is no practice or procedure in Delaware, whereby issues 
raised by the allegation in the petition and the averments in the return may be 
submitted upon evidence to a jury for their determination. State ex. rel. Linihan 
v. United Brokerage Co., 101 Atl. 433. 
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THE FOOD ADMINISTRATION GRAIN CORPORATION, organized 
pursuant to an order issued by the President of the United States, was incorporated 
August 16, 1917, under the laws of Delaware, with an authorized capital stock of 
Fifty Million Dollars, Herbert Hoover, Edgar Rickard and Curtis H. Lindley acting 
as incorporators. The Corporation Trust Company of America was selected as 
registered agent. 


ACCOUNTABILITY OF DIRECTORS AND OFFICERS. In the suit 
brought against Pierre du Pont and others to account for du Pont stock purchased 
by him and his associates from Coleman du Pont, it was alleged that the corporation 
was itself negotiating for the stock and that the defendants used their knowledge, 
as Officers of the true value of the stock and the fact that it was offered for sale, 
for their individual benefit instead of fdr.the corporation. As a majority of the 
directors were disabled by self-interest to pass upon the matter, the United States 
District Court for Delaware ordered a special meeting of the stockholders of the 
E. I. du Pont de Nemours & Co. to pass upon the question of whether they would 
take advantage of their lawful opportunity to acquire Coleman’s stock for the cor- 
porate treasury. The Court says: “When a director attempts in violation of his 
duty to acquire interests adverse to the corporation in respect to any matter in- 
volved in the confidence which has been reposed in him, as to which equity imposes 
a disability upon him to deal in his own behalf, the Court will hold him as a trustee 
for the corporation, and he must account for the profits which would have accrued 
to the corporation. The product of the transaction will belong to the corporation. 
exclusively. The law will presume that whatever was done in furtherance of the 
original scheme, under which the agency was created, was done under and through 
the agency. The burden of showing that the relation was changed before or during 
the agency rests upon the party so affirming.”” Du Pont v. Du Pont, 242 Fed. 98. 


IDAHO. 


THE RIGHT OF A STOCKHOLDER TO EXAMINE CORPORATE REC- 
ORDS AND MAKE COPIES THEREOF, pursuant to Section 2775 and 2776, 
Revised Codes, is absolute and unqualified as distinguished from the Common law 
right, which limits the stockholder to a proper time and place and exercise of a proper 
motive. The right to make copies follows as an incident of the right to examine 
the originals. Pfirman v. Success Mining Co., 166 Pac. 216. 


ILLINOIS. 


CONTRACT TO VOTE FOR CERTAIN DIRECTORS. Certain stockholders 
of the J. D. Thompson Carnation Company entered into a written agreement, 
which provided: 

“First, That we each and every one shall vote our respective shares of stock in 
the ahpve mentioned company at all regular, special or adjourned meetings of stock- 
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holders of said company for each other for directors of said company and for no 
other person or persons. 

“Second, That we, for the best interests of the company, desire to have the 
following named persons elected as officers of the above mentioned Carnation Com- 
pany: J.M. Thompson for president, Helen T. Fish for vice president, Vera Thomp- 
son for treasurer and Charles M. Fish for secretary and general manager. 

“Third, That in case of the death of J. M. Thompson, Helen T. Fish shall have 
the voting of the five shares of stock standing in the name of J. M. Thompson and 
that the dividends on the above five shares shall be paid to Vera Thompson. 

“Fourth, That in case of the absence of J. M. Thompson from any meeting of 
stockholders of the above-mentioned company Helen T. Fish shall vote the five 
shares of stock standing in the name of J. M. Thompson on the books of said company. 

“Fifth, That we shall not buy or sell any shares of stock of the above-mentioned 
company without the written consent of the undersigned parties. 

“Sixth, That in case of the death of J. M. Thompson, Vera Thompson may be- 
come a party to this agreement by signing same. 

“Seventh, That in case of the death of J. M. Thompson, Helen T. Fish shall 
pay to J. D. Thompson one-third (14) of the par value of said above-mentioned 
five shares of stock belonging to J. M. Thompson, said par value being ($166.66) 
one hundred sixty-six and sixty-six one hundredths dollars, and also to Vera Thomp- 
son the same amount. 

“Eighth, That this agreement can be changed or terminated only by the unani- 
mous consent of the undersigned parties. 

“Ninth, That this agreement shall be binding upon the heirs, executors, admin- 
istrators and assigns of the undersigned parties.” 

. It was argued that this agreement is against public policy and void as an attempt 
to vest in Helen T. Fish, while she was the owner of such stock, a perpetual and 
irrevocable proxy or power of attorney and that in so far as it attempts to dispose 
of property after the death of J. M. Thompson, it is of a testamentary character 
and void for the reason that it was not executed in the manner required for the 
execution of such instruments. The Supreme Court of Illinois considers these 
arguments to be unsound and upholds the agreement as valid. Thompson v. J. D. 
Thompson Carnation Co., 116 N. E. 648. 


INDIANA. 


FEATURES OF THE INDIANA CORPORATION LAWS. There is no 
annual franchise tax. Directors’ meetings may be held anywhere. On the other 
hand there is a high rate of tax for incorporation, corporate existence is limited to 
fifty years, manufacturing companies may not purchase stock in other corpora- 
tions without written consent of all stockholders of both companies, the entire 
capital stock of manufacturing, mining and mercantile companies must be paid in 
within eighteen months and stockholders’ meetings must be held within the State. 
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COST OF ORGANIZATION IS AS FOLLOWS: 


Fees to Secretary of State: 
Filing articles of association, 
on authorized capital of $10,000 or less, $10; 
over $10,000—1/10 of 1% on the entire authorized capital. 
Recording articles, . 
not over 200 words $1. 
and 10 cents for each additional 100 words. 
Certified copy of articles of association... .. . 
Certificate of filing........ 
Fee to Recorder of Deeds: 
Filing articles of association... ....* 
Fee to Clerk of Circuit Court: 
Filing certificate of payment of capital. . 


TAXATION. There is no annual franchise tax. 


PROCEDURE FOR INCORPORATION. Corporations may be organized 
either under the manufacturing and mining act or under the voluntary association 
act. Purposes under the manufacturing and mining act include manufacturing, 
buying and selling of merchandise, mining, chemical, mechanical, a mechanical and 
chemical business, furnishing motive power, supplying water, light, heat or power, 
constructing or operating stockyards, grain elevators or flour mills, constructing 
railroads, highways, buildings and buying, selling and leasing lands and buildings, 
and erecting dwellings and other buildings. Under the voluntary associations 
act, a corporation may be organized for a single purpose, set forth in the act. Some 
of these designated purposes overlap those provided for in :h2 manufacturing and 
mining act. Thus incorporators in some instances have an election as to which act 
they shall incorporate under. The minimum number of incorporators is three 
under both acts, except realty and securities companies and coliseum companies, 
which require fifteen, and poultry companies which require ten. No qualifications 
to act as incorporator are provided by statute. Under the manufacturing and 
mining act the incorporators execute and acknowledge a certificate of incorporation; 
under the voluntary association act they execute and acknowledge articles of asso- 
ciation and a statement of proposed plan of doing business. In both instances one 
original copy is filed with the Secretary of State and a duplicate original is filed 

in the office of the Recorder of the county in which the principal place of business 
’ is to be located. In addition to this, voluntary associations file a copy of their 
articles in the office of the Auditor of State. The first directors are named in the 
articles of incorporation. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attorneys 


in the incorporation and subsequent statutory maintenance of an Indiana cor- 
poration is briefly. as follows: 
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At the time of incorporation it ascertains, upon request, if the name can be 
used, and furnishes the attorney with a complete set of forms for reference, copies 
of certificates of incorporation and articles of association which have been approved, 
files and records the necessary papers and assists the attorney in every possible way 
in the organization. 

It will draft and submit the articles of incorporation, articles of association, 
by-laws and incorporators’ minutes and upon approval by the attorney will furnish 
complete facilities for incorporation, attend to the filing of the papers, the holding 
of the necessary meetings and return the records completed in minute book form. 

Attorneys wishing to keep complete control and supervision over the organiza- 
tion of Indiana corporations have found it extremely convenient and expedient 
to use the local office of The Corporation Trust Company and the services of its 
representative in Indiana. 

Subsequent to incorporation The Corporation Trust Company furnishes a 
statutory office and agent in the State upon whom service of process may be had, 
acts as custodian of stock record books, furnishes rooms for holdiag stockholders’ 
meetings or holds same by proxy, gives timely notice for filing State reports and tax 
returns, and keeps counsel informed of changes in statutes affecting the corporate 
status. 

For foreign corporations entering Indiana, The Corporation Trust Company 
drafts for approval and submits to attorneys all documents necessary to secure 
authority to do business in the State. It files the necessary papers and supplies 
the agent for service of process. After qualification it continues to supply the agent 
for service of process, notifies the attorney of all State reports and taxes to be paid, 
and forwards blanks for reports and tax assessments. A statement containing the 
statutory requirements for admission of foreign corporations to do business in 
Indiana will be sent upon request and without charge. 

An estimate of charges can be secured at our nearest office. 


KANSAS. 


AGREEMENT BY CREDITORS TO TAKE STOCK IN a new corporation 
in extinguishment of a debt due from a predecessor company is binding and tender 
of the stock in the new corporation will cancel the claim against the old corpora- 
tion. Smith v. Hutchinson Box Board & Paper Co., 166 Pac. 484. 


KENTUCKY. 


A CORPORATION MAY RECEIVE GRANT OF A FRANCHISE FOR A 
TERM OF YEARS EXTENDING BEYOND THE LIFE OF THE CORPORA- 
TION. The fact that the corporation might continue to exist for only ten years 
would not impair its right to receive a franchise for twenty years. S. R. Schaff 
& Co. v. City of La Grange, 195 S. W. 1097. 


RIGHT OF SHAREHOLDER TO ENFORCE REDEMPTION OF PRE- 
FERRED STOCK. Amended articles of incorporation provided as follows: ‘“‘The 
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preferred stock may, by vote of the majority of the board of directors of said com- 
pany, be redeemed on any dividend date, as fixed by the by-laws, at any time after 
one year from the Ist day of July, 1910, at the price of one hundred and five dollars 
($105) per share, and any accumulated dividends, and this preferred stock shall, 
upon request to the board of directors of said company from the holders of two- 
thirds thereof, be retired at the price of one hundred dollars ($100) per share and any 
accumulated dividends, at any time after July 1, 1915." Henxy Burnett, became 
the owner of forty shares of the preferred stock, which was two-thirds of it, and on 
July 28, 1915, made a demand in writing to the board of directors by which he 
requested the corporation to retire the preferred stock which he held and to pay 
him therefor the sum of $100 per share, with interest at eight per centum per annum 
from July 1, 1915. The demand was acknowledged by the board of directors, but 
they refused to retire or redeem the stock. Ina suit brought to enforce redemption, 
it was argued on behalf of the corporation that it was only intended that the pre- 
ferred stock should be redeemed from surplus and net earnings until final dissolution 
of the corporation and that if the provision meant that to make redemption it would 
be necessary to appropriate any part of the capital, then the provision was void and 
against public policy. The Court of Appeals, however, holds the provision for 
redemption to be valid and that the plaintiff is entitled to redemption of his stock. 
They say, in part: “The corporation is the property of the stockholders, and if 
they contract in such a way as to be legally bound to appropriate a portion of the 
capital to redeem the shares of the preferred stockholders, the contract may be 
enforced, if the enforcement does not affect the collection of the claims of the creditors 
of the corporation. In the instant case, the rights and remedies of any creditor of 
the corporation, either against the corporate property or against a preferred stock- 
holder, whose stock might be redeemed out of the assets of the corporation, or who 
might receive the proceeds of the sale of the corporate property, are not here deter- 
mined, as the questions are not before us on the record; but suffice it to say that the 
answer failed to show that the enforcement of the contract of appellee with the 
corporation would endanger the collection of the corporate debts.’’ Westerfield- 
Bonte Co. v. Burnett, 195 S. W. 477. 


LOUISIANA. 


WHAT CONSTITUTES A “PUBLIC UTILITY CORPORATION” SO 
AS TO BE REQUIRED TO FILE REPORTS AS SUCH? Section 21, Act 267 
of 1914, requires every corporation organized under the laws of Louisiana to file 
a report containing certain information. And in addition section 22 declares that: 
“any domestic or foreign corporation (other than corporations reporting to the 
Railroad Commission), operating public utilities in this State under a franchise 
granted by the State, or any parish or municipal! corporation, shall, in the statement. 
prescribed by the preceding section state further’’ items of information and pre- 
scribes an additional penalty for failure to so report. The term “franchise” as 
used in this act is intended to be applied to what are called ‘“‘secondary franchises” 
as for example the right of eminent domain, and not the so-called “‘primary fran- 
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chise” or right to be a corporation. A corporation engaged in the business of 
raising rice, of cutting canals or ditches through land in private ownership, of pump- 
ing water from public streams, conveying it through such canals, and irrigating 
its own lands and the lands of its neighbors, requires no secondary franchise. Such 
a corporation is not a “public utility” and is not required to file the additional 
information required of such corporations. State ex rel. Coco v. Riverside Irr. 
Co., 76 So. 216. 


MAINE. 


WHEN DOES ONE ELECTED AS A DIRECTOR BECOME A DIRECTOR? 
William Butterfield was elected as a director of the National Boat & Engine Com- 
pany at a meeting of the directors held December 21, 1910. He had previously 
expressed a desire to become a director, but there was no proof that he had any 
knowledge of his election until February, 1911. The Supreme Judicial Court holds 
that he was not a director prior to February so as to be chargeable with those obli- 
gations and duties which arise out of the fiduciary relation which the law imposes 
upon a director of a corporation in his relation to its stockholders and creditors. 
“The mere fact of the election of a person as a director does not constitute him a 
director unless he has notice or is chargeable with notice, of that fact. In addition 
to the election, there must be an acceptance of the office, express or implied.’’ Wood- 
man v. Butterfield, 101 Atl. 25. 


A CORPORATION MAY ADOPT A TRADE NAME. The Wade & Denton 
Carriage Company, a corporation, adopted the trade-name of the Wade & Denton 
Motor Gompany and used the latter name as owner in registering an automobile 
under the motor registration act. This was a sufficient compliance with the law. 
A corporation, as well as an individual, may adopt a trade-name, and all its business 
transactions in that name are valid. Skene v. Graham, 100 Atl. 938. 


MASSACHUSETTS. 


FIDUCIARY RELATIONSHIP OF DIRECTOR DOES NOT PREVENT 
HIS DEALING WITH RECEIVER. A director acts in discharge of the duties 
of his office in a fiduciary capacity. One cannot, while a director, lawfully buy at a 
discount claims against the corporation and afterwards collect their full value, 
or participate upon this basis in any distribution of corporate assets by way of 
dividends if the company becomes insolvent. But after receivers are appointed 
with authority to prosecute and defend suits and to do all other acts which might 
be done by the corporation and the directors are ordered to turn over to them all 
the books, contracts and other property and such directors are enjoined from inter- 
fering with possession of the receiver, a director commits no breach of trust in 
acquiring for less than its face value a claim against the corporation and asking a 
participation in dividends for the full amount. In re Allen-Foster Willett Co., 
116 N. E. 875. 
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DIRECTOR IS CONSTRUCTIVE TRUSTEE OF LEASE ON PREMISES. 
OCCUPIED BY THE CORPORATION, which he acquired because of his know- 
ledge of its peculiar value to the company. He had been removed as president and 
treasurer. The director’s wife, in whose name the lease was taken, is also a con- 
structive trustee for the corporation. H.C. Girard Co. v. Samoureux, 116 N. E. 572. 


MICHIGAN. is 


LIABILITY OF MANAGER TO ACCOUNT. The directors of the Holland 
Furniture Company met only twice a year and then merely to declare dividends. 
They left the direction of the company’s affairs entirely to the manager. Upon 
the death of the original manager, his brother-in-law, a physician, was appointed 
to take his place. Certain irregularities appearing, a complete audit of the books 
was made and it appeared that the former manager had issued the company’s notes 
to various parties and used the proceeds for his own purposes. In order to protect 
the memory of his relative predecessor, the new manager had covered up these 
transactions by payments out of funds received in selling sample furniture, by 
renewals of notes, etc. In a suit brought against him by the corporation, the new 
manager was reprimanded for not reporting the true condition of the company to 
the directors and in not making correct bookkeeping entries, but as to the above 


items he was not liable personally to account. The new manager is, however, 
held accountable to the corporation for labor performed for his relations and for 
himself by employees of the corporation and for the value of lumber, veneer and 
varnish given to him for a new house by concerns with which the corporation did 
business. Holland Furniture Co. v. Knooihuizen, 163 N. W. 882. 


NEW JERSEY. 


APPOINTMENT OF RECEIVER AS PROTECTION TO ALIEN ENEMY 
STOCKHOLDERS. In 1905 the Fritz Schulz Junior Co. was incorporated under 
the laws of New Jersey for the purpose of manufacturing a metal polish. The 
capital was owned wholly by a German corporation. The board of directors was 
composed of three Germans and two Americans. At the outbreak of the war 
in 1914 the rights of the parent German company in England were by act of Parlia- 
ment forfeited and taken over by Raimes & Co. of London, Limited. When there 
was prospect of war between the United States and Germany, the Court from the 
evidence concludes, that the directors here conceived the idea, in view of the absence 
in Germany of one or two of the German directors, to take over the property of 
the Fritz Schulz Junior Co. in this country, not for the benefit of the government, 
but for the benefit of themselves. They called a meeting of the board of directors 
and proceeded to oust the German managers and elect officers of their own selection. 
They directed discontinuance of a suit against the English company. The German 
representative asked for an injunction against the two American directors and then 
the American directors asked for a receiver. Under these circumstances the Court 
deems the appointment of a receiver advisable. Posselt v. D’Espard, 101 Atl. 178. 
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OHIO. 


FEATURES OF THE OHIO CORPORATION LAWS. Directors’ meetings 
may be held outside the State; preferred stock cannot exceed two-thirds of the 
paid-in capital and the dividends on the same cannot exceed eight per cent; ten 
per cent. of the capital stock must be subscribed and ten per cent. of the amount 
subscribed paid in before commencing business; stockholders’ meetings must be 
held in Ohio; a majority of the directors must be citizens of Ohio; an Ohio corpora- 
tion may acquire stock only in kindred but not competing corporations and may 
not borrow money exceeding the amount of its capital stock. 


COST OF ORGANIZATION IS AS FOLLOWS: 
Filing articles of incorporation, 
on authorized capital of $10,000 or less, $10; 
over $10,000—1/10 of 1%. 
Certificate of Clerk of Court to articles 
Certified copy, 10 cents per folio and 50 cents for seal. 
Filing certificate of subscription of 10% of capital 
Notary’s fees, about 


TAXATION. An annual franchise tax of 3/20 of 1% is imposed on the sub- 
scribed or issued and outstanding stock, minimum fee $10, based on annual report 
required to be filed in May. This tax is due on or before October Ist. 


PROCEDURE FOR INCORPORATING. Articles of incorporation are pre- 
pared, subscribed and acknowledged by five or more incorporators, a majority of 
whom must be citizens of Ohio. These articles are filed with the Secretary of 
State, a copy returned by him is preserved in the corporate “Record of Proceedings.” 
The incorporators then meet and fix a time or times and place or places for opening 
books of subscription. Unless publication is waived by all the incorporators, 
this notice must be published at least thirty days in some newspaper published in 
the county where the books of subscription are ordered to be opened. As soon as 
ten per cent. of the stock is subscribed, that fact is certified in writing to the Secre- 
tary of State. The incorporators then notify the subscribers of the time and place 
of the first meeting of stockholders, unless such notice is waived by all the stock- 
holders. At this meeting the stockholders adopt what are elsewhere known as 
“by-laws,” but which the statutes of Ohio term “‘regulations.’’ At this meeting 
of stockholders, directors are elected, such subscribers to the articles of incorpora- 
tion as are present acting as inspectors of election. Thereupon those elected hold 
their first directors’ meeting, electing such officers as the “regulations,’’ adopted 
by the stockholders, provide. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attorneys 
in the incorporation and subsequent statutory maintenance of an Ohio corporation 
is briefly as follows: 

At the time of incorporation it ascertains, upon request, if the name can be 
used, and furnishes the attorney with a complete set of forms for reference, copies 
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of articles of incorporation which have been approved, files the articles of incor- 
poration and certificate of subscription and assists the attorney in every way possible 
in the organization. 

It will draft and submit the articles of incorporation, regulations and records 
of proceedings, and upon approval by the attorney will furnish complete facilities 
for incorporation, attend to the filing of the papers, the holding of the necessary 
meetings and return the records completed in minute book form. 

Attorneys wishing to keep complete control and supervision over the organization 
of Ohio corporations have found it extremely convenient and expedient to use 
the local office of The Corporation Trust Company and the service of its repre- 
sentatives in Ohio. 

Subsequent to incorporation The Corporation Trust Company furnishes a 
statutory office, acts as custodian of stock record books, furnishes rooms for holding 
stockholders’ meetings or holds same by proxy, gives timely notice for filing state 
reports and tax returns, and keeps counsel informed of changes in statutes affecting 
the corporate status. 

For foreign corporations entering Ohio, The Corporation Trust Company drafts 
for approval and submits to attorneys all documents necessary to secure authority 
to do business in the State. It files the necessary papers and supplies the agent for 
service of process. After qualification it continues to supply the agent for service 


r 


of process, notifies the attorney of all State reports and taxes to be paid, and for- 
wards blanks for reports and tax assessments. A statement containing the statu- 
tory requirements for admission of foreign corporations to do business in Ohio will 
be sent upon request and without charge. 

An estimate of charges can be secured at our nearest office. 


PENNSYLVANIA. 


AMENDMENT OF CHARTER. When it is proposed to amend the charter 
of a corporation under Clause 18 of Section 2 of the Act of April 29, 1874, so that 
the directors of the corporation shall have power to dispose of the real estate of 
the corporation without the consent of the majority of the stock such amendment 
should not be approved without proof of the advertisement of notice of a stock- 
holders’ meeting or waiver of notice signed by all stockholders, production of a 
certified copy of the resolution passed at such meeting, and proof of publication of 
notice of application for amendment, nor without inquiry of the Auditor General 
and assurance from him that all reports have been filed and all taxes paid to the 
Commonwealth. Opinion of Attorney General, 3 Dep. Rep. (1917), p. 1893. 


QUEBEC. 


POWER TO DO EXTRA TERRITORIAL BUSINESS. International law 
allows corporations the right to make contracts and to carry on business outside 
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the country in which they have been incorporated, if these contracts are of the kind 
which they have been authorized to make in the country in which they were incor- 
porated, and if they are allowed by the laws of the country in which they were 
incorporated, and if they are allowed by the law of the country in which they are 
made. ‘The Parliament of Canada which incorporates a company without restric- 
tion of its powers is presumed to know that the same kind of business may be like- 
wise carried on outside of its territory and to have given authority to carry it on, 
and unless it is clearly expressed in the Act of Incorporation that the incorporated 
company cannot carry on business outside of the territory, or unless the law of the 
foreign country where it wishes to operate forbids, such corporation can carry 
on its operations there.”” Montrea!l-Canada Fire Ins. Co. v. National Trust Co., 
35 D. L. R. 445. 


SOUTH DAKOTA. 


PROMISSORY NOTES GIVEN IN PAYMENT FOR STOCK are enforce- 
able against the maker. They constitute “property” within the meaning of Const. 
Art. 17, Sec. 8, which provides that “‘No corporation shall issue stocks or bonds except 
for money, labor done, or property actually received; and all fictitious increase 


of stock or indebtedness shall be void.”” The acceptance of notes that are worth 
par in exchange for stock does not violate this provision; shares issued for notes 
0 worth less than par would be fictitous. Schiller Piano Co. v. Hyde, 162 N. W. 937. 


TEXAS. 


ULTRA VIRES. The purchaser of land may not set up a corporate vendor’s 
lack of power to take and hold such property, in a suit brought to collect a promis- 
sory note for the purchase price. Although the courts will not assist a corporation 
in the unlawful acquisition of land, no such issue is raised in this suit. Westbrook 
v. Missouri-Texas Land & Irrigation Co., 195 S. W. 1154. 


VALIDITY OF NOTE GIVEN IN PAYMENT OF SUBSCRIPTION. D. 
M. P. and F. M. K. agreed to take five shares of the stock of the Northwestern 
Auto & Supply Company of the par value of $100 per share. They paid $250 
in cash and executed their note for $250 payable to the corporation six months 
after date. The stock was not issued to them, but was retained by the corporation 
to be delivered on payment of the note. The corporation became bankrupt and 
the trustee in bankruptcy brought suit on the note. Among other defenses the 
defendants pleaded that the note was void because given for stock in violation 
of the constitutional provision that “‘No corporation shall issue stocks or bonds, 
except for money paid, labor done, or property actually received.’”” The Court 
holds, however, in accord with the decision previously reported in the Corporation 
Journal (Vol. 2, p. 147), that the note was but another form of 
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evidence of the agreement to pay the balance due on the subscription, since the 
stock had not been “‘issued.”” Smoot v. Perkins, 195 S. W. 988. 


VIRGINIA. 


STOCK STATEMENTS FILED SETTING OUT THE BASIS OF FINAN- 
CIAL PLAN upon which stock of a Virginia company is to beaissued must be accom- 
panied by a certified copy of the icsolution of the directors approving the valuation 
of property accepted in payment for stock. Ruling of State Corporation Commission 
July, 1917. 


PROVISIONS FOR CUMULATIVE INTEREST ON PREFERRED STOCK 
AND FOR PREFERENCE UPON DISSOLUTION ARE VALID. Both the 
charter and preferred stock certificates of the Drewry, Hughes Company provided 
that the preferred stock was entitled to a dividend of 6 per cent. out of the net 
earnings of the company, and that the claim to such dividend if not earned in any 
one year was to accumulate and to constitute a preferred charge over the common 
stock on the income of succeeding years until discharged. It was also provided 
that “the preferred stock is likewise to have a prior claim, in the event of liqui- 
dation or dissolution, to the amount of its face value and of any arrears of dividends 
due and unpaid to it upon the assets of the company over and above the common 
stock, but in no case is the preferred stock to be entitled to receive more than its 
regular 6 per cent. yearly dividend and any arrearages, with interest, that may 
be due to it on that account, and to the amount of its face value in the event of 
liquidation or dissolution.” It is fundamental in corporation law that the directors 
have no authority to declare a dividend upon any of its stock, common or preferred, 
unless the dividends are earned; and it is therefore not permitted to a corporation 
to agree to pay annual dividends on preferred stock, at all events, whether or not 
the earnings of the company be sufficient to pay them. Nevertheless a stipulation 
made between the stockholders or classes of stockholders, as to how the assets 
of the corporation shall be distributed among the stockholders in liquidation, after 
all claims upon the corporation by creditors or others have been satisfied, is per- 
missible and valid. Therefore the above provisions are lawful and are enforceable 
in accordance with their terms. Drewry, Hughes Co. v. Throckmorton, 92S. E. 818° 


WASHINGTON. 


OPTIONAL SUBSCRIPTION BY INCORPORATORS VOID. A contract 
by incorporators in the name ‘of a trustee entitling them to buy stock at a fixed 
price, but not obligating them to do so, though prima facie a bona fide subscription, 
was in fact void. It was notice to the investing public that the shares in question 
were actually subscribed, when they were not; and it provided for the reservation 
of a secret profit since the incorporators could take the stock if it advanced in value. 
This stamped the transaction as one designed to obtain an unfair advantage over 
other stockholders. Ennis v. New World Life Insurance Co., 165 Pac. 1091. 
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WYOMING. 


AUTHORITY OF PRESIDENT. Subscription to bonds or stocks of another 

corporation is outside the usual business of a lumber company. There is no pre- 

i o sumption that the president of such a company has authority to sign a contract 
in the corporate name to make such a purchase. Express authority must be proven. 

Wyoming Construction & Development Co. v. Buffalo Lumber Co., 166 Pac. 391. 


ISSUE, TRANSFER AND REGISTRATION OF STOCK. 


a MISSOURI. 


POWER OF CORPORATION TO PURCHASE ITS OWN STOCK TO 
CORRECT OVERISSUE. Through inadvertence in having agents in various 
sections of the country, an insurance company issued stock in excess of its author- 
ized capital. In order to correct this error it contracted to purchase back a part 
ef thé issue. It had the power to do this in spite of the statutory prohibition against 
the purchase of its own stock by a corporation. The Supreme Court of Kansas 
says: ‘“‘When the State creates a corporation, it not only confers authority upon 
it, but it imposes a duty upon it—the duty to exercise its corporate functions and 
to exercise them in conformity to its grant of powers. This corporation had erred, 
and it was bound to correct that error in some appropriate way. The mode of 
relieving itself from its predicament was simple and not seriously inappropriate. 
It certainly was a harmless mode of correction of the irregularity. It did not 
prejudice the rights of creditors. It was not done to escape.a stockholder’s lia- 
bility. It had no taint of fraud.” Kelly v. Central Union Fire Ins. Co., 1658 
Pac. 806. This case illustrates the advantage of employing a registrar of stock. 
Had a properly equipped trust company been employed in such a capacity an 
overissue of stock would doubtless have been prevented. 


UTAH. 


ACTION FOR DAMAGES FOR WRONGFUL REFUSAL TO ISSUE A 
CERTIFICATE OF SHARES subscribed and paid for by decedent, may be brought 
by her administrator against the corporation. ‘‘It is a matter of common knowledge 
—in fact, it is a fundamental feature of the law of corporat ions—that certificates of 
stock are issued for shares that are fully paid for, and that these certificates are 
evidence of ownership of capital stock in the corporation. They may be transferred 
by indorsement from one person to another, and pass current in the community 
for what they purport to be. They are not only valuable as muniments of title, 
but for convenience in numerous ways in the transaction of business. Certainly, to 
deprive the owner of shares of a certificate already issued, or to withhold from him a 
certificate to which he is entitled, is a wrong for which a court of competent juris- 
diction, in a proper proceeding, will award adequate relief.’’ Coray v. Perry Irr. Co., 
166 Pac. 672. 
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IN GENERAL. 


SPECIAL KNOWLEDGE AND EXPERIENCE ARE NECESSARY TO 
PROPERLY AND SAFELY ISSUE AND TRANSFER SHARES OF STOCK. 
A corporation is liable in damages for refusal to issue stock or to transfer to a 
lawful claimant, and is liable where a transfer is made to one not entitled thereto. 
Even in the case of a disputed transfer where there are adverse claimants, the 
corporation*must correctly decide at its peril or present the matter by proper legal 
procedure to a court for decision. It must guard against forgeries in the signatures 
of officers, in the name of the holder and in the number of shares. It must be 
particularly careful in making transfers for trustees, executors and other fiduciaries 
to avoid assisting them in making transfers that will violate the terms of the trust 
deed or will under which they are acting-or that will violate the general principles 
which limit a fiduciary in dealing with the estate. Special complications also arise 
in making transfers for administrators, guardians, attorneys in fact, holding cor- 
porations and trustees of voting trusts. The laws of many states require a court 
order as authority for permitting a transfer by a fiduciary. Transfer and inheritance 
taxes must also be paid, and failure or mistake in regard to payment or amount 
will often affix a penalty upon the corporation. These regulations differ in accordance 
with the statutes in the various states. In this respect, there must be examined the 
statutes of the state in which the corporation is organized, or the state in which the 
transfer is made and the laws of a state in which an executor, administrator, guardian, 
trustee or committee, etc., is appointed. 

Liabilities and difficulties are avoided, transfers are facilitated, stockholders 
are greatly accommodated, and they and the corporation are in a sense insured 
against loss and delay by the appointment of a properly equipped transfer agent. 
The Corporation Trust Company, 37 Wall Street, New York City, organized under 
the banking laws of New York and acceptable to:the New York Stock Exchange 
as transfer agent for securities listed on that exchange, is especially qualified for 
this work. Those in charge of this department have for years been identified with 
service of this character. They are assisted by the Legislative Department of 
The Corporation Trust Company system, which makes prompt report of new laws 
relating to the subjects involved as they are introduced and enacted into law in 
various states and in Congress. Affiliation of the new company with The Corp- 
oration Trust Company system of corporate registration enables a corporation 
client expeditiously to comply with the requirements frequently imposed in keeping 
on file a duplicate stock list in the state in which the corporation is organized. 
Special accommodations have been arranged for the corporation whose stock is 
infrequently transferred. Charges are proportioned to the amount of work invol- 
ved. Small or inactive corporations pay a nominal charge for the service and 
protection given them. 


FOREIGN CORPORATIONS. 
ALABAMA. 


PENALTY FOR FAILURE TO QUALIFY. In order to deny the right of a 
foreign worporation to.sue, it must be shown that the suit is founded on a transac- 
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tion of business in Alabama without compliance with the foreign corporation laws. 
It is not enough merely to show that the plaintiff is a foreign corporation and is 
doing business in this State contrary to law. Empire Clothing Co. v. Roberts, 
Johnson & Rand Shoe Co., 75 So. 634. 


ILLINOIS. 


NO POWER TO HOLD STOCK OF ANOTHER CORPORATION. A 
domestic corporation is not authorized to hold stock in another corporation, and 
a foreign corporation can exercise no powers if this state which cannot lawfully 
be exercised by a domestic corporation. The license to a foreign corporation does not 
@ authorize it to buy, sell or hold in the State of Illinois, stock in another corporation. 
The purchase of such stock and transfer to it are ultra vires and void. The purchas- 
ing corporation does not owe a stockholder’s liability with respect to it. Golden 
v. Cervenka, 116 N. E. 273. 


MICHIGAN. 


DOING BUSINESS. INSTALLATION OF MACHINERY. The B. F. 
Sturtevant Company entered into a contract with the Adolph Leitelt Ironworks 
for the sale and installation of a ventilating system in a high school at Grand Rapids. 

0 The contract was breached by the defendant, but the plaintiff is unable to recover 
because at the time the contract was entered into it had not complied with require- 
ments imposed upon foreign corporations doing business in the State. The Supreme 
Court of Michigan holds that “‘while the apparatus, the subject of the contract 
in this case, was somewhat complicated, it had no such “‘intrinsic or peculiar quality 
or inherent complexity’’ as made it necessary for the manufacturer to agree to 
install in order to effect sales generally; indeed, the contrary appears from the testi- 
mony of plaintiff's witnesses. Many persons named by those witnesses purchase 
plaintiff’s apparatus and install them and make a business of installing them. The 
fact that defendant did not show affirmatively that there was a firm or individual 
in the State of Michigan capable of making the installation (apparently relied 
upon by plaintiff), is, we think, of no consequence. The record does show that 
the apparatus of the American Blower Company was installed in place of that 
which the plaintiff contracted to itself install. The record further shows that it is 
the claim of plaintiff that its apparatus is “‘equal to’”’ the apparatus of the American 


Blower Company.” B. F. Sturtevant Co. v. Adolph Leitelt Ironworks, 
163 N. W. 13. 


MINNESOTA. 





SERVICE OF PROCESS. DOING BUSINESS. A foreign corporation 
which sends an agent into the State to purchase pulpwood to be delivered in Minne- 
sota, and who received a contract for this purpose and forwarded it to the home 
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office for signature, is doing business in the State, so that service of process upon 


such agent was a valid service upon the corporation. Duluth Log Co. v. Pulpwood 
Co., 163 N. W. 520. 


NEW YORK. 


— 


SERVICE OF PROCESS. DOING BUSINESS. The Toledo Railways 
& Light Company, an Ohio corporation, appointed the United States Mortgage & 
Trust Company, of New York City, as trustee for a bond issue covering all of its 
properties. The trust deed made provision for payment of the bonds and the 
coupons attached thereto at the “fiscal office” of the company in New York. Cer- 
tain bondholders brought suit in the New York Superior Court to recover principal 
and interest on bonds held by them. Service of process was obtained upon a director 
and vice-president of the corporation, who was a resident of New York. It was con- 
tended that this service was valid, because appointment of the trust company and 
establishment of a fiscal office constituted ‘‘doing business’ in New York so as to 
subject the corporation to jurisdiction of the courts in this State. The United 
States Supreme Court, however, holds to the contrary and orders that the suit be 
dismissed for want of jurisdiction. Toledo Railways & Light Co. v. Hill, 37 Sup. 
Ct. 591. 


NORTH CAROLINA.! 


PURPOSES VALID THOUGH LIMITED TO FOREIGN STATE. The 
Troy & North Carolina Gold Mining Co. was incorporated in New York for the 
purpose of “‘carrying on and conducting the business of gold mining on lands situated 
in the county of Montgomery and state of North Carolina.” It duly qualified 
under the foreign laws of the State and subsequently brought a suit in a state court 
to recover certain lands. It was argued in defense that it had no valid charter, 
because New York “‘gave it no authority to do business in that state (New York), 
and, being without authority to do business in the state of its creation, no other 
state has jurisdiction to grant it power to do business in North Carolina alone.” 
But the Supreme Court of North Carolina does not agree with this contention. 
The court says: 

“It is true that the plaintiff, having been incorporated by the State of New 
York, can only do business in this state by comity, and that foreign corporations must 
be domesticated here whenever so required by the laws of this state, and must 
designate a person upon whom service can be made and comply with any other 
requirements of this state as a condition precedent to doing business here. It is not 
shown that the plaintiff has failed in this respect, and it is by no means unusual for 
corporations chartered in New Jersey, or other states, to do business conducted 
altogether elsewhere except that the home office is in the state of its incorporation. 
For instance, it is well known that the Union Pacific Railroad which operates a line 
of railroad from Kansas City to Ogden, Utah, though without any trackage in 
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Kentucky, holds its charter under authority of the latter state, of which it is a 
corporation. In this state the Southern Railroad Company operates several hundred 
miles of railroad, though it is not a corporation of this state. The great United 
Fruit Company, which does a large business in tropical fruit in the West Indies and 
in operating steamship lines, is a corporation chartered in New York (New Jersey) 
in which it does no business. Indeed, the practice, whether good or evil, of taking 
out charters in one state with which to do business solely in others is too general 
- and has been too long recognized to be now questioned. It is only necessary that 
such nonresident corporations shall comply with the requirements of the statute of 
the state, or states, other than that of its origin as to the conditions precedent to 
doing business in such other states. Revisal, sec. 1193."" Troy & North Carolina 
Q Gold Mining Co. v. Snow Lumber Co., 92 S. E. 494. 


NORTH DAKOTA. 


DOING BUSINESS. MAKING A BID FOR MUNICIPAL PAVING and 
accepting a contract thereunder is not doing business by a foreign corporation in 
the State so as to invalidate the contract because of non-compliance with the foreign 
corporation laws. Will v. City of Bismarck, 163 N. W. 550. 


0 COMPLIANCE WITH THE FOREIGN CORPORATION LAWS AFTER 
A CONTRACT IS LET and before the work is commenced authorizes the cor- 
poration to proceed. Will v. City of Bismarck, 163 N. W. 550. 


TEXAS. 


SELLING GOODS ON COMMISSION AND EXHIBITING THEM AT 
A FAIR DO NOT CONSTITUTE DOING BUSINESS so as to require the quali- 
fication of a foreign corporation. An Illinois corporation employed agents in Texas 
to solicit orders for its vehicles agreeing to pay them 7 per cent. of the invoice price. 
While these agents were in Illinois arranging these terms, it was further agreed 
that the foreign corporation would ship a car of its vehicles to Dallas for exhibition 
at the Texas State Fair, the corporation to pay for the floor space, display building 
and signs. This was done, advertising matter at the exhibit being in the name of 
‘*Tiger Vehicle Company, Eastman & Sneed, agents.”” Several of the vehicles were 
sold during the fair but were not delivered until after its expiration. Before the fair 
closed the agents suspended business. A suit was brought by the corporation 
against them for the invoice price of the buggies, plus the freight and money 
advanced, and less certain credits for expenses and commission. Failure of the 
plaintiff to secure a permit to transact business as a foreign corporation was set up 
as a defense. It is held, however, that the corporation was not doing business in 
the State so as to require a permit. Judgment for the corporation is therefore 
sustained. Eastman v. Tiger Vehicle Co., 195 S. W. 336. 
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TAXATION. 
FEDERAL. 


THE NEW FEDERAL REVENUE LAW not only increases the income tax 
but imposes further taxes on essentially every line of individual, partnership or 
corporate business activity. A booklet containing the full text of this law may be 
obtained upon request and without charge from our nearest Office. 


PENNSYLVANIA. 


TAXES SETTLED AGAINST A CORPORATION in the manner and form 
authorized by statute cannot be attacked collaterally.. In Stratford v. Franklin, 
Paper Mills Co. 257 Pa. 163, the Supreme Court holds that the lower Court had 
improperly affirmed the audit of a receivers’ account in which claims presented by 
the Commonwealth had been rejected as unlawfully assessed by the State account- 
ing officers. 


IN GENERAL. 


A NATIONAL CONFERENCE ON TAXATION, under the auspices of the 
of the National Tax Association, will be held at Atlanta, Georgia, November 13-16, 
1917. Federal, corporation and business taxation will receive special attention. 
It is announced that an initial move will also be made in a comprehensive plan ta 
suggest an elaborate so-called ‘‘model system’ of taxation, which it is hoped 
that the various states may be led to draw upon from time to time, thus carrying 
out a much needed co-operation towards uniformity in taxation. The National 
Tax Association is composed of taxing officials and leading specialists and business, 
and professional men in the United States and Canada. Further details of the 
1917 Conference and copies of the Program may be obtained from A. E. Holcomb, 
Treasurer of the Association, 195 Broadway, New York City. 


INCOME TAX. 


For preceding references see 3 Corporation Journal, page 45. 

According to a letter by an Acting Commissioner, interest on bank deposits im 
the United States to the credit of non-resident aliens or corporations having no, 
place of business or office in this country is returnable income, but the tax is not 
to be deducted at the source and no return need be made by the bank for the depositor 
on account of the interest. (p. 392). 

Dividends paid in Liberty Bonds are taxable income to stockholders receiving: 
them to the same extent that other dividends are taxable. (p. 393). 

An opinion rendered by the United States Circuit Court of Appeals for the 
Third Circuit holds that a suit for recovery of taxes erroneously or illegally assesseck 
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can be brought against the collector only who collected the taxes, and not his suc- 
cessor. (p. 394). 

A letter by a Deputy Commissioner pertains to dividends declared, deprecia- 
tion and depletion reserves. (p. 396). 

A ruling given orally to The Corporation Trust Company relates to the proof 
required in order to show that notice of assessment sent by mail was not received 
by the taxpayer. (p. 397). 

Two letters from an Acting Commissioner call attention to limitations of penal- 
ties and of methods of avoiding the same. (pp. 397, 398). 

The taxability of dividends received from a holding company declared from 
funds acquired as dividends from an operating company declared from funds acquired 
prior to March 1, 1913, is the subject of a letter. (p. 399). 

There is no deduction at the source on dividends paid to a non-resident alien 
record owner partnership even though the paying corporation has knowledge that 
the actual owner is a non-resident alien corporation, according to a telegram from 
an Acting Commissioner. (p. 400). 

An opinion of the Attorney General on the question of exemption from income 
tax of corporation dividends paid in the form of Liberty Loan Bonds is set forth 
in full ina Treasury Decision. (p. 400). 

Claim for abatement stays the 5% penalty until the claim is rejected according 
to statement made to The Corporation Trust Company. (p. 402). 

A letter from an Acting Commissioner discusses the determination of profit to 
shareholders resulting from the exchange of old stock for new stock and bonds, 
incident to a reorganization. (p. 403). 

An official memorandum from the files of the Bureau of Internal Revenue relates 
to withholding from partnership salaries and drawing accounts. (p. 404). 

A treasury decision extends the time in which non-resident alien individuals and 
corporations and American citizens residing or travelling abroad may make returns 
of income for 1916 to include November 1, 1917. (p. 404.) 

A treasury decision modifying a former decision holds that premiums paid by 
corporations for insurance on lives of officers or employees are not deductible from 
gross income, but may be deducted from proceeds of the policy. (p. 405.) 

(NOTE.—The page references are to our Income Tax Service, 1917, in which 
these rulings are printed in full. Some of these rulings are formal treasury decisions; 
others are contained in letters answering specific questions.) 


FEDERAL ESTATE TAX. 


RULINGS AND REGULATIONS. 


For preceding references see 3 Corporation Journal, page 46. 

According to a letter from the Bureau of Internal Revenue, advancements made 
prior to death to be credited to the respective shares of legatees are considered as 
gifts made by the decedent in contemplation of death and so part of his gross estate. 
(p. 70.) 
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Instructions for executing Form 706, revised July, 1917, are contained in a 
treasury decision. (p. 70.) 

A modification has been made in the method of determining the value of stock 
on day of death, where no sale has taken place on that day. (p. 72.) 


(NOTE.—The page references are to our War Tax Service, where these rulings 
and regulations are reported in full. 


MUNITION MANUFACTURER’S TAX. 


No rulings or regulations have been issued since our last report. See 2 Cor- 
poration Journal, page 333. 


CAPITAL STOCK TAX. 
RULINGS AND REGULATIONS. 


For preceding references see 3 Corporation Journal, page 46. 

Instructions regarding the preparation of returns of Capital Stock Tax, Forms 
707 and 708 for the taxable period July 1, 1917, to June 30, 1918, are contained in 
a treasury decision. (p. 659). 

Treasury Decision 2493 has been modified with respect to the basis of appor- 
tionment of total capital stock of a parent corporation among subsidiary companies. 
(p. 662.) 


(NOTE.—The page references are to our War Tax Service, where these rulings 
are printed in full.) 


EXCESS PROFITS TAX. 


No rulings or regulations have been issued since our last report. See 2 Corpora- 
tion Journal, page 334. 


FEDERAL RESERVE. 
RULINGS AND REGULATIONS. 


For preceding reference to rulings see 3 Corporation Journal, page 47. 

A letter from the Governor of the Board of Federal Reserve Banks relates to 
bank balances of member banks to be maintained with its Federal reserve bank. 
(p. 485.) 

A new issue of regulations of 1916 applicable to member banks and superseding 
regulations on important subjects have been issued. (pp. 488-500.) 

Informal rulings of the Board relate to rediscount of demand notes, Morris Plan 
banks, rediscount of paper of a Waterworks Company, acceptances drawn to finance 
the future importation of goods (pp. 501-502) to cash on hand in connection with 
the con¥%putation of reserves, loans to directors by member banks, to potatoes as 
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security, shipment of currency to cover reserves, bonds of Federal reserve agents, 
use of the word “Federal” as part of the title of a member bank (pp: 513-515) 
bankers’ acceptances drawn against shipment of goods from a corporation to its 
agent, conversion of a state bank into a national bank, paper secured by chattel 
mortgage, purchasing a bank’s own acceptances, loans on real estate and to the 
custody of gold, lawful money and Federal reserve notes. (pp. 530-532). 

The Law Department has published opinions on limitations on member banks 
acceptances (p. 502), on paper based on live stock (p. 515) on deposits by non- 
memiber banks in Federal reserve banks (p. 517) on loans on improved farm lands 
(p. 518) on deductions in determining reserves (p. 532) on private bankers as mem- 
bers (p. 534) with relation to Section 22, Federal Reserve Act (p. 535) on acceptances 
of member banks (p. 537) and on powers of State banks which become members 
(p. 538). 

Authority has been granted to national Banks located in Delaware to act as 
trustee, executor, administrator and registrar of stocks and borids (p. 503). Per- 
missive legislation for these purposes has also been enacted in Washington (p. 539) 
and in Pennsylvania (p. 544). 

Miscellaneous rulings relate to State banks admitted (p. 504) offerings of two 
per cent bonds, (p. 504) dividends declared by Federal Reserve Banks (p. 504) 
assessment by Federal Reserve Board to cover certain expenses (p. 504), Form 83a, 
Application for Stock (pp. 507-510), organization of the American Foreign Banking 
Corporation (p. 511), establishment of certain branch reserve banks (pp. 511, 512), 
the development of branches adn branch by-laws (pp. 519-524), on membership 
applications (pp. 524-527), acceptance of drafts and bills (p. 539), development 
of the collection system (p. 541), on maturing notes and bills (p. 542) and interpre- 
tation of exchange amendment, (p. 544). 

(NOTE.—The page references are to our Federal Reserve Act Service which 
reports all rulings and regulations of the Federal Reserve Board.) 


TRADE COMMISSION. 


RULINGS AND REGULATIONS. 


For preceding references to rulings see 3 Corporation Journal, page 47. 

The findings as to the facts, the conclusions of law (pp. 119-121) and the order 
to cease and desist (pp. 122-123) in the Muenzen Specialty Company case are set 
forth in full. 

Docket of Complaints, Numbers 15 and 16, have been added. (Supplementary 

e 5). 
pas (NOTE.—The page references are to our Federal Trade Commission Service, 
which reports the rulings, regulations and opinions of the Federal Trade Commission. ) 


THE CORPORATION JOURNAL should be kept in a binder for convenient 
reference, We furnish a substantial binder for $1.50. 
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The Utility of a Transfer Agent for 
Your Smaller Corporation Clients 


ORPORATION clients consult you fre- 

C quently as to the desirability of appoint- 

ing a transfer agent. You recommend 

the appointment of such an agent if the.com- 

pany’s securities are to be actively traded in, 

but what advice do you offer the smaller in- 
active corporations? 


The tendency of new legislation and court 
decisions is to increase so largely the responsi- 
bilities placed on a transfer agent, that even 
the smaller company cannot, with assurance, 
economically cope with the important detail of 
maintaining its own stock transfer facilities. 


A corporation acting as its own transfer 
agent often subjects itself to a liability 
altogether inconsistent with the economy 
effected. 


We serve large companies, the securities 
of which are traded in on the New York 
Stock Exchange, but our service to the 
smaller corporations is as complete and equal- 
ly as essential. 


Our officers will be glad to discuss with you the 
advantages of appointing a stock transfer agent for 
your“ smaller corporation clients. 


* THE CORPORATION TRUST COMPANY 





